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§ 96.137 regarding payment and § 96.135 
regarding restrictions on expenditure 
of grant. The State shall also ensure 
that such services will be undertaken 
voluntarily by, and with the informed 
consent of, the individual, and under-
going such services will not be required 
as a condition of receiving treatment 
services for substance abuse or any 
other services. 

(f) With respect to services provided 
for a State for purposes of compliance 
with this section, the State shall main-
tain Statewide expenditures of non-
Federal amounts for such services at a 
level that is not less than the average 
level of such expenditures maintained 
by the State for 2-year period pre-
ceding the first fiscal year for which 
the State receives such a grant. In 
making this determination, States 
shall establish a reasonable base for 
fiscal year 1993. The base shall be cal-
culated using Generally Accepted Ac-
counting Principles and the composi-
tion of the base shall be applied con-
sistently from year to year.

§ 96.129 Revolving funds for establish-
ment of homes in which recovering 
substance abusers may reside. 

(a) The State shall establish and pro-
vide for the ongoing operation of a re-
volving fund as follows: 

(1) The purpose of the fund is to 
make loans for the costs of estab-
lishing programs for the provision of 
housing in which individuals recov-
ering from alcohol and drug abuse may 
reside in groups of not less than six in-
dividuals; 

(2) Not less than $100,000 will be 
available for the revolving fund; 

(3) Loans made from the revolving 
fund do not exceed $4,000 and that each 
such loan is repaid to the revolving 
fund not later than 2 years after the 
date on which the loan is made; 

(4) Each such loan is repaid by such 
residents through monthly install-
ments by the date specified in the loan 
agreement involved; 

(5) Such loans are made only to non-
profit private entities agreeing that, in 
the operation of the program estab-
lished pursuant to the loan— 

(i) The use of alcohol or any illegal 
drug in the housing provided by the 
program will be prohibited; 

(ii) Any resident of the housing who 
violates such prohibition will be ex-
pelled from the housing; 

(iii) The costs of the housing, includ-
ing fees for rent and utilities, will be 
paid by the residents of the housing; 
and 

(iv) The residents of the housing will, 
through a majority vote of the resi-
dents, otherwise establish policies gov-
erning residence in the housing, includ-
ing the manner in which applications 
for residence in the housing are ap-
proved; 

(6) States shall identify and clearly 
define legitimate purposes for which 
the funds will be spent, such as first 
month’s rent, necessary furniture (e.g., 
beds), facility modifications (e.g., con-
version of basement into a game room 
or extra bedrooms), and purchase of 
amenities which foster healthy group 
living (e.g., dishwasher); 

(7) In managing the revolving fund, 
the State and the financial entity man-
aging the fund for the State shall abide 
by all Federal, State and local laws and 
regulations; 

(8) If the State decides to indirectly 
manage the fund using a private non-
profit entity as the fund management 
group, the State shall establish reason-
able criteria for selecting the group, 
such as qualifications, expertise, expe-
rience, and capabilities of the group, 
and the State shall require that these 
entities abide by all Federal, State and 
local laws and regulations; 

(9) The State may seek assistance to 
approve or deny applications from enti-
ties that meet State-established cri-
teria; 

(10) The State shall set reasonable 
criteria in determining the eligibility 
of prospective borrowers such as quali-
fications, expertise, capabilities, the 
acceptability of a proposed plan to use 
the funds and operate the house, and an 
assessment of the potential borrower’s 
ability to pay back the funds; 

(11) The State shall establish a proce-
dure and process for applying for a loan 
under the program which may include 
completion of the application, personal 
interviews and submission of evidence 
to support eligibility requirements, as 
well as establish a written procedure 
for repayment which will set forth rea-
sonable penalties for late or missed 
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payments and liability and recourse for 
default; 

(12) The State shall provide clearly 
defined written instructions to appli-
cants which lays out timeliness, mile-
stones, required documentation, notifi-
cation of reasonable penalties for late 
or missed payments and recourse for 
default, notification on legitimate pur-
poses for which the loan may be spent, 
and other procedures required by the 
State; and 

(13) The State shall keep a written 
record of the number of loans and 
amount of loans provided, the identi-
ties of borrowers and the repayment 
history of each borrower and retain it 
for three years. 

(b) The requirements established in 
paragraph (a) of this section shall not 
apply to any territory of the United 
States other than the Commonwealth 
of Puerto Rico.

§ 96.130 State law regarding sale of to-
bacco products to individuals under 
age of 18. 

(a) For purposes of this section, the 
term ‘‘first applicable fiscal year’’ 
means fiscal year 1994, except in the 
case of any State described in section 
1926(a)(2) of the PHS Act, in which case 
‘‘first applicable fiscal year’’ means fis-
cal year 1995. The term ‘‘outlet’’ is any 
location which sells at retail or other-
wise distributes tobacco products to 
consumers including (but not limited 
to) locations that sell such products 
over-the-counter or through vending 
machines. 

(b) The Secretary may make a grant 
to a State only if the State, for the 
first applicable fiscal year and subse-
quent fiscal years, has in effect a law 
providing that it is unlawful for any 
manufacturer, retailer, or distributor 
of tobacco products to sell or distribute 
any such product to any individual 
under age 18 through any sales or dis-
tribution outlet, including over-the-
counter and vending machine sales. 

(c) For the first and second applica-
ble fiscal years, the State shall, at a 
minimum, conduct annually a reason-
able number of random, unannounced 
inspections of outlets to ensure compli-
ance with the law and plan and begin 
to implement any other actions which 

the State believes are necessary to en-
force the law. 

(d) For the third and subsequent fis-
cal years, the States shall do the fol-
lowing: 

(1) The State shall conduct annual, 
random, unannounced inspections of 
both over-the-counter and vending ma-
chine outlets. The random inspections 
shall cover a range of outlets (not 
preselected on the basis of prior viola-
tions) to measure overall levels of com-
pliance as well as to identify viola-
tions. 

(2) Random, unannounced inspections 
shall be conducted annually to ensure 
compliance with the law and shall be 
conducted in such a way as to provide 
a probability sample of outlets. The 
sample must reflect the distribution of 
the population under age 18 throughout 
the State and the distribution of the 
outlets throughout the State accessible 
to youth. 

(e) As provided by § 96.122(d), the 
State shall annually submit to the Sec-
retary a report which shall include the 
following: 

(1) a detailed description of the 
State’s activities to enforce the law re-
quired in paragraph (b) of this section 
during the fiscal year preceding the fis-
cal year for which that State is seeking 
the grant; 

(2) a detailed description regarding 
the overall success the State has 
achieved during the previous fiscal 
year in reducing the availability of to-
bacco products to individuals under the 
age of 18, including the results of the 
unannounced inspections as provided 
by paragraph (d) of this section for 
which the results of over-the-counter 
and vending machine outlet inspec-
tions shall be reported separately; 

(3) a detailed description of how the 
unannounced inspections were con-
ducted and the methods used to iden-
tify outlets; 

(4) the strategies to be utilized by the 
State for enforcing such law during the 
fiscal year for which the grant is 
sought; and 

(5) the identity of the agency or 
agencies designated by the Governor to 
be responsible for the implementation 
of the requirements of section 1926 of 
the PHS Act. 
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